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INTRODUCTION 

Thk eight articles reprinted in this little volume appeared originally 
in "%he (Engineer" in the spring of 1902., The demand for copies 
was so great that it was decided to republish the series in a collected 
form. The work met with immediate success, and four editions 
were exhausted. Then for a time interest appeared to die down. 
In spite of their professions to the contrary at the Carlisle Confer- 
ence of 1902 the unions either actively or passively opposed the 
system, and it made slow progress. For ten years little notice was 
taken of the subject. 

But the coming of the War, the certainty that there will be 
a commercial conflict of unequalled intensity a few years hence, 
coupled with the knowledge that British workpeople who are now 
tasting high wages will not be content to return to the old level, 
has led to a revival of interest in the Premium System of Paying 
Wages. We have received many requests for copies of the book, and 
it is to meet them — the fourth edition having been long since 
exhausted — ^that this new issue has been prepared. 

A few changes have been made and a few paragraphs have been 
omitted, but after fourteen years, in which experience of the system has 
been gained, we see little or no reason seriously to modify the opinions 
originally expressed. Increased pmduction is now the watchword 
of all manufacturing engineers, and we have not yet met with any : 
better means of attaining it than the Premium System. 

a2 



4 INTRODUCTION. 

We have added in an Appendix a few notes on the progress of 
the system and a brief discussion of a few difficulties raised by 
trade unions and " shop lawyers." It may be hoped that the men's 
objection is weakening. Mr. George Barnes, one of the shrewdest 
labour leaders, supported it when it was first introduced, and there 
are not wanting grounds for believing that the members of the 
Amalgamated Society of Engineers are beginning to take sounder 
views on workshop economics, and to recognize that the time-worn 
principle of the restriction of output must go by the board. 
Employers, on their side, are beginning to understand that low cost 
per piece may be associated with high wages. Both parties 
therefore are working towards the same goal, and the Premium 
System, in one form or another, stands a better chance of adoption 
now than it ever did. 

It is with the fervid hope that this little book may hasten its 
adoption that we send it to the press. 



THE PREMIUM SYSTEM 

No. I. 

As there is some little vagueness about the meaning of the term 
" Premium System," it will be well, as a commencement, to make 
perfectly clear the sense in which it is used in what follows. By a 
premium, then, we mean a money reward given to the individual 
worker proportionate to the amount of time which he is able to save 
out of a given standard time allowed for doing a certain piece of 
work. A specific case will make this definition, perhaps, more lucid. 
Take the example of a turner receiving wages at the rate of nine- 
pence an hour. He is given a job to do within a standard time of, 
say, ten hours. He completes . the work, let us suppose, in eight 
hours. He then receives a premium on the two hours saved. That 
is to say, he receives payment for his eight hours' work at ninepence, 
equals six shillings, plus a certain amount on each of the two hours 
saved. That is, broadly, the basis of the premium system. It is a 
pecuniary inducement to the workman to turn the work out as 
much more quickly as possible than a fixed standard time. The 
method of computing the amount of the premium varies in different 
shops. In one, it is simply so much per hour saved, the amount 
varying with the rate of wages of the workman. In another, the 
premium bears the same relation to the ordinary wages due for the 
time taken to complete a job as the time saved bears to the time 
allowed. In another it is calculated on the basis of 50 per cent, of 
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the time saved. There are other variations in details, into which 
we shall go in future articles. All that we desire to do at the present 
moment is to make it perfectly clear what is meant by the premium 
system, for although it is becoming more and more popular, there is, 
we have found, not a little uncertainty prevailing about exactly what 
the system is. It is most commonly confounded with piecework, 
and not unnaturally, for it bears a strong resemblance to it. But 
there is an important difference. A workman may gain such 
dexterity at piecework as, by largely exceeding the original output, 
to make the labour cost of a given article excessive. There is then 
the tendency on the master's part to cut the rate, with the result, 
generally speaking, of trouble. To avoid this the workman is 
tempted to work faster, just up to the limit, and no further, which 
he believes the master will stand. Now, by the premium plan 
there is neither the temptation for the employer to cut nor for the 
workman to limit his output. For if the system is properly devised 
and honestly used, the result of increased eifort on the part of the work- 
man is advantageous both to him and to the employer, he receiving 
more wages, and the master gaining by the decrease in the time, and 
therefore cost of production. These points we trust to be able to 
bring out fully when we treat of the different systems in use in greater 
detail. They are mentioned here to show that the premium system is 
not to be confounded with ordinary piecework. 

The advantages of the premium system will be brought out by 
degrees as we proceed, but in order that the reader may be induced 
to give the matter his attention, we may mention that in no case 
within our knowledge where it has been used properly has it failed 
to result in a considerable gain to both master and men. To show 
how great this gain may be, we quote the following figures from 
a well-known works, where the system has been in use for some 
time. In one case, the usual time to do a certain job was no hours. 
An allowance of loo hours was made when the premium plan was 
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introduced. The time actually taken was only 70 hours. The 
original wages cost was 73s. 4d. per piece; by the new system it was 
only s6s. 8d. Two other cases might be mentioned. In one 
40 hours, in the other 13 hours, were the respective average times 
under day wages; the respective times allowed under the premium 
plan were 45 and 15 hours; the times actually taken 30 hours and 
10 hours; and the wages 12s. old, ids. new, and 4s. 8d. old, 4s. new 
Let us tabulate these figures — they have been taken at random — to 
make them more impressive. 



Old 


Time 


New 


Old 


New 


time. 


allowed. 


time. 


wage. 


wage. 


110 


100 


70 


73s. 4c'. 


S6s. 8d. 


40 


45 


io 


123. Od. 


los. od. 


13 


IS 


to 


4S. 8d. 


45. od. 



We think such figures as these — and they might be repeated 
from numerous other sources — should be sufficient to show that the 
premium system is well worth looking into. We would like to call 
attention particularly to one or two salient points. In the first place, 
we would ask those who look at the question from the workman's 
standpoint to observe the very liberal allowance of time. In the 
first instance the time has been reduced 1 per cent. ; but that this 
was quite justifiable is shown by the fact that when on his mettle 
the workman was able to reduce the original time by over 30 per 
cent. In the other two cases quoted the time allowance is actually 
greater than the known original average time, but in both cases a 
substantial reduction of the original time is recorded. These points 
show, we think, conclusively that the workman is not asked to strain 
himself excessively to secure his premium, and that there is no wish 
on the part of the masters to grind him. If there were any intention 
to cut, it is scarcely conceivable that the masters would have begun 
by raising the time allowance. But we do not ask either the 
employers or the workmen to accept an argument based on these 
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few instances ; we hope, with the help of those firms who have 
already adopted the system, and many of whom have already given 
us much information, to be able to show that the system is mutually 
advantageous. We are particularly anxious to allay, if possible, the 
suspicion with which the representatives of the workmen in many 
cases regard the premium plan. Holding an entirely independent 
position, it may be our happiness and good fortune to bring about a 
better mutual understanding. 

In order to get at the root of the workmen's objections we have 
put ourselves in correspondence with Mr George N. Barnes, the 
secretary of the Amalgamated Society of Engineers. We could only 
wish that all the labour leaders held the enlightened views which 
Mr Barnes expresses in his letters to us on this subject. If that 
could be so, we might soon hope for an excellent understanding 
between masters and men. At the present time a good deal of 
friction is due to mutual distrust. The workman is suspicious that 
the master is not dealing openly with him, and anything which is 
not absolutely clear to him he regards with uneasiness. The 
premium plan is at present in this category. The workman is 
mistrustful of his increased wages, and thinks that, somehow or 
other — how, he dojes not understand — the master is " taking a rise 
out of him." The employer must therefore attempt the intro- 
duction of the system with caution, but without reserve. It is 
abundantly evident that the workmen will not receive it on faith. 
They, rightly or wrongly, distrust their employers, and the evident 
course, it seems to us, to remove this feeling is the use of the 
greatest possible openness and confidence on the part of the masters. 
Messrs Barr & Stroud, in introducing the system into their little 
works, issued a pamphlet explaining it fully, and the why and where- 
fore of its introduction, and inviting any question or investigation. 
The same plan might, we venture to suggest, be followed in other 
cases. The object that the employers must keep before them is to 
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remove the ingrained belief of the workman that he is being "done." 
This is to be achieved, we contend, by patience, and by treating the 
workman as a human being, but one who has not had the same 
opportunities of cultivating his understanding as his employer. For 
example, the first point that would strike a workman on seeing the 
table given above is that the wages cost on a given article is much 
less under the premium system than under day or piecework rates, 
and he would immediately ask the question, -'Where do I come 
in ?" On further consideration he would doubtless see that, 
although he was actually receiving less for the single article, he was 
actually earning more money per day, because he was turning out 
more articles. Then he would probably reply that, as he was doing 
the work of two men, he was keeping a man out of work. Un- 
fortunately that is an argument which can only be wholly answered 
by a review of the lengthy history of industrial developments. The 
average workman is certainly not sufficiently advanced in economic 
science to understand how vitally his own welfare is wrapped up in 
the success of his employer. But in every shop a certain number 
of superior hands may usually be found whom the masters might 
safely take so far into their confidence as to explain a little of the 
commercial side of the business. These men might be trusted to 
leaven the whole lump. This plan has been followed with con- 
siderable success in several instances which have come to our notice. 
Possibly some of the cases in which the premium system has failed 
might be attributed to an attempt to enforce it rather than to 
introduce it as a friend to the workman. We must repeat again 
that the key to its acceptance hangs upon the confidence of the 
workman, and its rejection depends upon the suspicion of the work- 
man. Let this suspicion be allayed by perfectly frank dealing, and, 
if we may trust Mr Barnes, the premium system will be welcomed 
by the men. 

Mr Barnes raises the important point of the day-wage basis. Into 
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that we shall enter hereafter ; at the present time it is only necessary 
to say that, as far as we have found up to the present, it does not 
appear to have been changed from that prevailing before the intro- 
duction of the premium system. It is a point, however, on which it is 
impossible to generalise, because the exact bearing of the day-wage basis 
varies with the particular system employed. It should be, of course, 
and we believe always is, so arranged that a good living wage, the 
minimimi rate for the district, may be earned, even if the workman 
is unable to execute the work in less than the standard time, and so 
earn a premium. If it be so adjusted universally that the workman 
may save from lo to 15 per cent, of the given time, there should be 
no reason for objection on the part of the men. The men, however, 
foresee the danger of the masters cutting the rates if they find the 
wages bill very high, or when they have ascertained the limit of the 
men's powers. In the systems we have examined an undertaking is 
made by the employers that the time limit will not be reduced except 
in the case of the introduction of new methods or faster machines. 
Such an undertaking is desirable in certain cases, but unless the 
workmen are inclined, from other causes, to believe that the 
employers mean to deal generously with them, it will scarcely be 
effective in avoiding all chance of friction. There is, however, 
another plan, and that is, so to arrange the premium that tinder no 
conditions can the workman so far reduce his time as to tempt the 
employer to " cut the rates." This is much too big a point to enter 
into at the end of an introductory article, and we leave it for dis- 
cussion in its proper place. 



THE PREMIUM SYSTEM 11 



No. II. 



Although there can be no question that, in various forms, the 
premium system of rewarding labour had been in use for many 
years previously, the formation of the crude elements into a definite 
system and its application on a large scale are due to Mr F. A. 
Halsey, an American engineer, whose name is well known in this 
country. His scheme in its original form was first put into operation 
at the works of the Canadian Rand Drill Company of Sherbrooke in 
1890, and in the following year he read a paper before the American 
Society of Mechanical Engineers, in which the system was outlined, 
and the efiects of its introduction into the Sherbrooke Works dis- 
cussed. Some eight years later, when several other works had taken 
it up, Mr Halsey reopened the subject in the American Machinist. 
From these sources of information we have prepared the following 
account : — 

"A moment's reflection will show," says Mr Halsey, "that while 
the employ^ desires high wages per day, the employer desires, and 
if he is to live, must have low wages per unit of product" The 
object of the premium system is to harmonise these apparently 
conflicting interests. This it does by providing that the workman 
shall only get his increase of pay when he has accomplished the 
necessary increase of output, or, in other words, by basing the 
increase of pay on the increase of production. " The workman is 
paid by the day, and is expected to produce a minimum amount of 
work for his day wage. But for any excess of output beyond that 
minimum he receives a premium, the amount of the premium being 
based on the excess, and being less per unit of product than the old 
wages cost." Mr Halsey's plan was to pay a certain fixed premium 
per hour saved. The premium does not appear to have been the 
same for all men or for all operations. The system in this form has 
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the merit of simplicity, but it is open to the defect that in exaggerated 
cases the workman might earn so much as to tempt the master to 
cut, a temptation which, as Mr. Halsey rightly emphasises, must be 
given way to on no account, for if once cutting takes place, the ills 
of piecework are brought about and the virtue of the premium 
system is lost. We shall return to this point later. Let us now 
quote from the " Proceedings " of the American Society of Mechanical 
Engineers a table which shows very clearly Mr Halsey's system in a 
nutshell : — 

I. 2. 3. 4. 5. 

Time Day Wages Premium Total cost Workman's 

Consumed. per earned of work. earnings 

Hours. piece. per piece. Col. 2+C0I.3. per hour. 

Col. 4^col. I. 
dols. dols. dols. dols. dofs. 

10 3.00 0.00 3.00 .30 

9 2.70 .10 2.80 .311 

8 2.40 .20 2.60 .325 

7 2.10 .30 240 -343 

6 1.80 .40 2.20 .366 

8 1.50 .50 2.00 .400 

The second column of this table represents the conditions as they 
would be under the ordinary day wage system, no premium having 
been earned by the workman. In the succeeding columns are shown 
the effects both from the employer's and the workman's point of 
view, of paying the man a regular premium of lo cents for every 
hour which he is able to save from the standard lo hours. We are 
to assume that the same piece of work is being done in the six cases 
tabulated. The advantage to the workman and employer is shown 
in the last two columns. By halving the original time the cost per 
piece has been reduced from three dollars to two, and the workman's 
earnings have risen from 30 cents to 40 cents. The conditions laid 
down as an axiom, that the master wants cheaper production and 
the workman wants higher wages, are evidently fulfilled. They both 
get what they want. 
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The rate of premium in this case is i o cents per hour. But that 
figure is taken only for convenience. Mr, Halsey does not prescribe 
any particular premium as being more suitable than any other, 
but he is strongly opposed to starting with high premiums. He 
sees the principal danger to the success of the plan in a disposition 
on the part of the employer to be too liberal. If our readers 
will turn . back to our first article they will see from the little table 
there given wherein the danger lies. It is in the capacity of the 
workmen under sufficient inducement to do an unexpected quantity 
of work. If the master, not knowing, but believing that his men 
are working near the limit, offers a high premium for increased 
effort, he may, and very probably will, find that the workmen are 
able to earn far more than he anticipated. Human nature, as 
Mr Halsey says, then asserts itself; he decides to lower the rate, 
and by so doing loses the confidence of the workpeople and under- 
mines the system. It is only in exceptional cases that a high 
premium should be ventured upon — in such cases, for example, 
where a long record of repetition work and a long experience 
of well-organised piecework have given the employers an abso- 
lutely accurate knowledge of the capacity of their men and 
machines. Then, and then only, may it be advisable to offer 
premiums up to as much as 50 per cent, of the savings. One 
such case, that of the Newton Machine Tool Works, is quoted 
by Mr Halsey. Of this he writes : — " Mr Newton justifies 
this high rate — 50 per cent. — by a very broad-gauge view of the 
matter. He does not consider the chief gain to himself to lie in 
the reduced wages per piece, but rather in the increased output 
obtained, whereby he is saved from constantly sinking additional 
capital in plant to the extent he would otherwise have to do. It 
should, however, be said further, that the Newton Works were 
already on a highly efficient basis before the plan was adopted — a 
completely organised piecework system having been in use there for 
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years. In the average shop, changing from the go-as-you-please 
day's work plan to the premium plan, I do not believe that such 
rates could last." We believe our readers who have had practical 
experience of works management will agree with us that these views 
are quite sound. There can be absolutely no question that no 
action would be more distasteful to the men, and more likely to 
lead to the very troubles it is looked upon to avoid, than the cutting 
of the rates. Mr George Barnes, in a letter discussing the premium 
plan as employed at the Bethlehem Steel Works, which we shall 
publish later, calls our attention to an almost identical point. He 
says that the men foresee a danger of the masters finding out, by 
the inducement of a premium, what a workman can do as an ulti- 
mate effort, and then deserting the premium plan, returning to 
day wages, and expecting the same output. Whilst we do not 
believe for a moment that an employer of any importance would 
prostitute a good system to such base ends, we must accentuate 
the fact that cutting the rates, even when done honestly from 
an original error in fixing them, is only one stage less objection- 
able. It is tantamount to limiting the amount a workman will be 
allowed to earn, and is therefore open to the objections urged against 
piecework. 

Enough stress has been laid upon this point to put those who 
may be considering the introduction of the premium system into 
their works on their guard. The alternative course is to offer a 
generous time allowance, and to keep the premium within such 
limits that there may never be any temptation to reduce it. The 
best premium rate for all cases, depending on many conditions, 
cannot be decided off-hand ; but a widely used figure is one-third 
of the value of the saving effected. Mr Halsey suggests that 
" a practical way of looking at the matter is to assume the output to 
be doubled, as the extreme possible, and then to decide how much 
the shop can afford to raise pay to secure such an increase." " It is 
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not," he continues, " to be expected that any such increase will be 
made, save in a few exceptional cases ; but this method of looking at 
the question removes it from the region of the abstract and makes it 
strictly concrete." In a general way this plan has much to commend 
it, but in shops which have already employed piecework, and have 
kept intelligent records, it should be possible to arrive at a suitable 
premium in a more rational way. In any case, it is to be observed 
that the error should be made on the small side with the premium, 
and on the large side with the time limit. If, after a time, the 
premium is not found to be sufficiently large to reward the workman 
for his increased energy, it may be raised with good effect. But it 
is evident that there is the danger of the men playing for a rise, 
and there can, to our minds, be no doubt that a little extra pains in 
deciding on the premium in the first place will be amply repaid. 
It must be borne in mind that no matter what the premium paid, 
increased earnings by the men mean a decrease in the cost of the 
article produced. The object of those whose duty it is to fix the rate 
must be to strike such a happy medium that the men may find it worth 
their while to do their best, and the masters may get their product at 
as low a unit cost as possible. 

It will be seen from these considerations that the proper use of 
the premium plan involves no little care and intelligence on the 
part of the staff. " I am fully convinced," writes Mr Halsey, "that 
the system puts a sharper test on the capacity of the management 
than it does on that of the workmen, and this fact will determine 
the limits of its application. It will, in all probability for many years 
to come, offer a commanding advantage to the works which are 
managed in a broad-gauge spirit. The narrow-minded manager — ^the 
one who considers low-priced labour and cheap labour as synonymous, 
who cannot grasp the idea that the large output is the cheap output, 
and who considers driving. better than leading — will only make a mess 
of it, and had better let it alone." 
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We reproduce on the opposite page the form of workmen's time 
card recommended by Mr Halsey : — 

On the back of this ticket is written : — " According to previous 

experience, this work should require hours. If completed in 

less time than that, a premium of cents will be paid for each 

hour saved." 

This ticket is issued by the foreman, the blanks at the top being 
filled in by him. If desired as a check, he punches a hole on the 
line indicating the hour when the work is given out, repeating the 
same when the work and ticket are returned. The ticket provides 
for several days' work, and is not returned until the work is com 
pleted, when it contains a record of the entire job. When it is 
returned, a comparison of the back with the front shows the 
premium earned, which is then entered in a special book. The 
premium is paid to the workman with his wages on each pay-day. 



No. III. 

In our last article we gave an outline of Mr Halsey's original 
premium system. It will be remembered that the workman receives 
a fixed sum for every hour by which he is able to reduce a standard 
time for doing a job. Now it will be readily seen that if we suppose 
the man to go on continuously improving, and the length of time 
decreasing, we may ultimately come to such discrepancy between 
the time taken and the wage paid that the employer may be very 
sorely tempted, in those cases where the union is not so strong as to 
render such a course dangerous, to reduce the rate. It is clear that 
the point at which this limit will be reached depends upon the rate 
of remuneration. Take the case of a workman receiving gd. an hour 
fixed rate, and a third of the savings premium rate. Suppose that a 
job with a time limit of loo hours is given out. The labour cost on 
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the whole work if the whole time was taken would evidently be 
good. If only go hours were taken, the workman would receive 

- — — — ?=3od. premium + 8iod., the value of the hours worked, or 

3 
a total of 84od., equal to a rate per hour of g'33d. Let us suppose 

now that, whilst the rate of premium is unchanged, the skill of the 

workman and the better management of the employers has resulted 

in the time being reduced to one hour, then we have - — ^^ = 2g7d. 

premium + gd. for the time worked = 3o6d. wages for a single hour's 
work. The employer who could see a workman nominally rated at 
gd. an hour pocketing 25s. 6d. for the same time without determin- 
ing to cut would be an anomaly in this workaday world. We 
fear the fact that the total cost had at the same time been reduced 
by nearly 60 per cent, would not restrain him from the use of the 
pruning-knife. These figures of course are magnified as the rate 
increases. It is unquestionably true that the reduction of time on 
any given piece is unlikely ever to amount to as much as gg per 
cent., and we take this extravagant case merely to lay greater stress 
on the principle involved. No one will wish to deny that if a simple 
plan exists for avoiding the barest chance of the temptation to cut 
arising, it is worth the most careful consideratiott. Such a system 
has been devised by Mr James Rowan and Mr Wm. Rowan Thomson, 
of David Rowan & Co., Glasgow, and Mr Halsey notwithstanding, this 
plan, known as the Rowan System, introduces, to our mind, modifica- 
tions of fundamental importance. Before describing it, let us remark, 
however, that its value is to a certain extent dependent upon the 
conditions. If, as is the case in certain shops, the character of the 
work is so well known and is of such a stereotyped nature that no 
extraordinary change of time is likely to take place, then there is a 
certain advantage in Mr Halsey's slightly simpler scheme. But in 
other cases, where doubts may exist as to the ultimate shortest time 
possible in which many operations may be performed, then nothing 
better than the Rowan system has yet been devised. 



THE PREMIUM SYSTEM 19 

The element of the Rowan system is simply this, that the man 
is paid a premium bearing the same percentage to the fixed rate as 
the time saved bears to the fixed time. The workman is given a 
certain time in which the job should be done, and he is paid at a 
fixed hourly rate. By whatever percentage he reduces the time 
allowed, his hourly rate is increased by the same percentage. If he 
saves so per cent, of the time on a job, his rate of wages per hour 
for that job is raised 50 per cent. If he saves 25 per cent, of the 
time, he receives 25 per cent, more wages, and so on. If, as in the 
extreme case given above, he reduces the time by 99 per cent., he, 
of course, finds his wages increased by 99 per cent. ; but note here 
the difference between this system and the Halsey plan. Under 
that system, a man in receipt of one-third of the savings was able to 
increase his rate from gd. per hour to 25s. 6d. per hour. Under 
this he can never quite double his rate. At first sight this may 
appear hard on the workman ; it may seem as if he was being asked 
to do more work for less return under this system than under the 
other. Let us, however, avoiding several side issues, compare two 
average cases. We will suppose that the workman finds that he 
can reduce the time on a given job by about one-third, and we will 
take the time limit as 100 hours, with the rate of gd. per hour. 
Evidently the time saved represents about 30od,, which, giving 
the workman a premium of lood., making a total of yood., neglect- 
ing fractions — that is, 66.6 hours at gd. -f- lood. premium — works 
out to a rate of about lojd. per hour. That is for the fixed premium 
system. Now, with the Rowan plan, if the workman saves one- 
third of the time, his rate of wages is increased by one-third, so that 
this man working under an original rate of gd. per hour actually 
receives is. per hour. We might, of course, have imagined a higher 
premium than one-third, but, although this is used successfully in 
certain shops — G. & J. Weir, for example, pay 50 per cent. — such 
a high rate is not to be generally recommended. There is also the 
obvious comment that after a certain point has been reached the 
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workman gets more advantage from the Halsey than from the 
Rowan system, but in a general way that speed is not likely to be 
attained. Mr Rowan Thomson, after many years' experience with the 
Rowan system, concludes that the increased output is rarely likely to 
exceed 50 per cent, in well organised shops. If this figure is very 
much exceeded, it is so certainly a mistake in the rate-fixing depart- 
ment that the workman does not really deserve the enormous profit 
he would gain under the Halsey plan. Furthermore, it may be 
incidentally noticed that the temptation for the rate department to 
cut the rates would be so obvious to the workman that he would be 
very wary how he exceeded a certain speed. Under the Rowan plan, 
on the other hand, this temptation could never occur, for, as we have 
already shown, by no amount of dexterity can the workman make the 
premium so high as to induce the master to reduce the time limit. 

We give a table showing the Halsey, the Weir, and the Rowan 
plan compared. It shows very clearly the point we have been 
trying to make clear. For purposes of comparison an ultimate 
saving of 75 to 80 per cent, would be better than the 99 per cent. 

we have taken. 

Halsey. 

Time rate 8d. per hour. Premium paid workman =i of saving. 





Hours 
talcen. 


Time 


Premium 




Workman's 


Hours 
allowed. 


waees per 
piece. 


earned per 
piece. 


Total cost. 


rate per 
hour. 






S. 


S. 


S. 


D. 


100 


100 


66.6 





66.6 


8 


100 


90 


60.0 


2.22 


62.2 


8.Z9 


100 


80 


S3-3 


tit 


S7.7 


8.66 


100 


70 


46.6 


S3-3 


9.12 


100 


60 


40.0 


8.88 


48.8 


9.76 


100 


50 


33-3 


II. II 


44-4 


10.66 


100 


40 


26.6 


'3-33 


39-9 


12.00 


100 


30 


20.0 


iS-SS 


3S-S 


14.20 


100 


20 


'3-3 


17.17 


3M 


18-66 


100 


10 


6.6 


20.00 


26.6 


32.0 


100 


I 


.6 


22.00 


22.6 


271.2 
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Weir. 
Time rate 8d. per hour. Premium paid workman =i of saving. 



Hours 
allowed. 


Hours 
taken. 


Time 


Premium 




Workman's 


wages per 
piece. 


earned per 
piece. 


Total cost. 


rate per 
hour. 






S. 


s. 


S. 


D. 


100 


100 


66-6 





66.0 


8 


100 


9° 


60.0 


3-3 


63.3 


8.44 


100 


8o 


53-3 


6.6 


60.0 


9.0 


100 


70 


46.6 


lO.O 


56.6 


H 


lOO 


60 


40.0 


13-3 


S3.3 


10.6 


100 


SO 


33-3 


16.6 


So.o 


12.0 


100 


40 


26.6 


20.0 


46.6 


14.0 


100 


30 


20.0 


*J-§ 


43-3 


17-3 


100 


20 


13-3 


26.6 


40.0 


24.0 


lOO 


10 


6.6 


30.0 


36.6 


44.0 


100 


I 


.6 


33-0 


33.6 


404.0 



Rowan. 
Time rate 8d. per hour. 







s. 


s. 


s. 


D. 


100 


100 


66.0 





66.6 


8 


100 


90 


60.0 


6.0 


66.0 


8.8 


100 


80 


S3-3 


10.66 


64.0 


9.6 


100 


70 


46.6 


14.0 


60.6 


10.38 


100 


60 


40.0 


16.0 


S6.0 


II. 2 


100 


so 


33-3 


16.6 


50.0 


12.0 


100 


40 


26.6 


16.0 


42.66 


12.8 


100 


30 


20.0 


14.0 


340 


13-6 


100 


20 


13-3 


10.66 


24.0 


14.4 


lOO 


10 


6.6 


6.0 


12.66 


15.2 


100 


I 


.6 


.66 


1.32 


15.92 



There are of course certain conditions under which the employei 
is, in fact, justified in reducing the rate. For example, the substitution 
of a new and better machine for an old one. When high speed steel 
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was introduced into their works David Rowan & Co. reduced rates 
by 10 per cent, with the men's agreement, but in no case were 
smaller premiums earned. But let us again insist on the advantage 
of leaving the rate as far as possible alone ; and this is not so easy 
with equal satisfaction to both master and man by the Halsey as by 
the Rowan method. We have a case in point before us, taken at random 
from David Rowan & Co.'s books. A workman doing a certain job 
was allowed 42 hours; he did the work in 22. The machine he had 
used was replaced by a new and better tool, and he reduced the 
time, to 1 6 J hours ; but — and this is the point — the time limit was 
still 42 hours, the same for the new as for the old machine. Similar 
cases affected by alterations in the method of machining might be 
quoted, but it seems unnecessary. Incidentally, it may be remarked 
that the rate department takes into account both the tool and the man 
when fixing the time limit in the first place. Apprentices, for 
example, are allowed longer time than journeymen. 

Herein lies, we think, an inestimable advantage in the system. 
We have already dwelt with some emphasis on the absolute im- 
portance of not reducing the rate. If that were done, even in a 
single instance, it would have the eflTect of destroying the workman's 
confidence in the fair dealing of the employer. It would be equiva- 
lent to saying, Thus much may you earn, and no more. That it 
would inevitably undermine the whole system we have already 
pointed out. We have also mentioned that, in order to avoid such 
a contingency, Mr Halsey recommends a small premium and general 
time limit ; Messrs. Rowan & Thomson avoid it altogether by 
making the premium fix itself automatically, thus it only remains to 
settle the time limit for each job or operation. 

With regard to the time allowed, it may be remarked that, 
generally speaking, it is as well with the Rowan as with the Halsey 
plan to lean to the side of generosity. We may quote an actual 
typical case. A workman was given a job to do with a time limit 
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of go hours, the workman on the first occasion only succeeding in 
making a very small premium, and on each succeeding occasion the 
time taken was increased. It was then decided by the management 
to increase the time limit by 5 hours. The result was that the 
workman managed to reduce the time taken to 54 hours. There 
is no reflection intended here on the workman. He was asked to 
use all his exertions, but the inducement to do so in the first 
instance was not sufficient. He could not earn enough extra pay. 
When the time limit was raised he saw that he could make his 
extra exertions worth while, and managed very soon to reduce the 
time taken. There is nothing, we venture to think, particularly 
reprehensible in such conduct. Human nature is the same in all 
of us. There must be sufficient inducement to work harder than is 
quite comfortable, or we do not do it. The premium plan holds out 
that inducement. It shows the man how, by a little more application, 
by increased skilfulness, or by the greater exercise of his intelligence, 
he may add to his income. 

We have so far mainly discussed the premium plan from the 
workman's point of view. How is it from the master's ? The late 
Mr James Rowan maintained that the credit of reduced time was due 
more to the employers than to the men. The introduction of the 
premium plan has made both wake up to the possibilities of the tools, 
and they, both workmen and employer, react upon each other. The 
workman says : " You have given me a job to do in a certain time ; 
it has to pass an inspector, but look at this lathe bed — it is hollow. 
How am I likely to get the work done if I have to keep fiddling 
about with the handles all the time ? " This makes the master look 
into the matter. He overhauls the lathe, probably making it better 
than it has been for years, and both he and the workman profit by 
the improvement. This is only a typical case. The same thing 
occurs all round. The men in their anxiety to earn their premiums, 
insist on the tools being kept up to a high degree of accuracy, and 
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the employers are naturally willing to meet them, as the reduction in 
the time results in reduced costs. 

Messrs Rowan have succeeded, working forward step by step, in 
introducing the system successfully into nearly every class of work. 
Machine hands, fitters, erectors, smiths, &c., work under it. In 
certain cases groups of men are engaged on one job, say, in erecting 
an engine. Here a time limit is set for the whole job. If the time 
is reduced, every man's wages are increased in proportion to his 
own proper rate, all, of course, by the same percentage. This plan, 
however, is not found to answer very well, and although extra 
clerks' work is involved thereby, it has been found better to give a 
card — or " line," as it is called — for each job to be done, no matter 
how short that job may be. Experience has shown that far more satis- 
factory results accrue if each man works on his own account. Hence 
it is better that each man should be given his own "line" and his 
own particular job to do. An actual sample " line " is given below. 
The form is printed on thin but strong paper. It measures about 
4 ins. by 6 ins. With regard to its use, we cannot do better than 
quote from Mr Rowan's paper read at a Conference in Glasgow in 
September, 1901 : — 

When a job is given to a workman, a job ticket is issued to him with a 
description of the work to be done and the time allowed to do it. On completion 
of the work the job ticket is initialed, and the time of day recorded on it by the 
foreman, and this is the time of commencing the next job. When the work 
has been examined and passed by the works inspector, the job ticket is 
handed to the rate-fixing department, which passes the same for payment. In 
the case of a job being rejected by the inspector, any premium which would 
otherwise have been earned by the workman, by reason of his having reduced 
the time allowance, is forfeited. No clerical labour devolves upon the workmen, 
and very little upon the foreman. 

Occasionally a piece of work is begun on one machine and finished on 
another. The job ticket in a case of this kind is passed by the first to the 
second operator, and so on until the work is completed, each workman engaged 
upon it receiving any premium earned, in proportion to the total reduction of 
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JOB TICKET. 



Mach. No. Z04 

Cont. No. 352 6 Engs 



592 
99 



2 Piston Tail Rod Glands. 

2 Gland Brasses and 2 Neck Brasses. 

Xviming complete. 



J. M. 



No. off 6 Time allowed is| 
Job Started 6 a.m. 30/1/02. 
Job Finished 6.15 a.m. 3«/i/02. 

Foreman, J. W. Inspector 

Lost Time Overtime 

Allowance % 35- 



Hours. 





NAME. 


Time. 


Prem. 
Rate. 








No. 


Worked. 


Piece. 


Premium. 




Loudon (Turner) 


•• 


10 


2.8 


•• 


2 


4 
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time made in completing the whole job. Any number of men may be employed 
on the same piece of work, and it is not necessary that they should all remain 
at the work for the same period, because a slump time allowance is made to 
cover the time of all the men on a job, and the total time spent upon the job 
fixes the premium percentage, which is used in fixing the premiums of the different 
men only to the extent of the time each has been employed upon the work ; 
that is, a job for which the time allowance is looo hours may be performed 
in 800 hours — one man might work 100, one 300, and one 400 hours. Each 
of these men would have his hourly rate increased to the extent of 20 per cent, 
for the time he had been employed upon the job. The reduction or increase of a 
workman's hourly rate is not affected, as any change in either of these directions 
made during the time he is engaged upon a job is calculated at a percentage on 
his hourly rate or rates. Neither is any difficulty introduced in respect to overtime 
allowances, as the actual time worked upon a job determines the time upon which 
a premium is paid. The overtime allowance, which in the Glasgow district is 
paid at the rate of 50 per cent, on the overtime worked, does not appear in the 
job ticket as time, being only shown as such in the workmen's time and wages 
book as a unit to fix the value of the overtime allowances. In the job ticket this 
allowance appears at its value in money. Nor is there any difficulty presented when 
working a night shift, as each of the two men at a machine receives a share of 
premium earned in proportion to the number of hours worked on the job. 

It is advisable, where at all possible, that every man should work on his own 
account (but in cases such as before mentioned, which refer particularly to the 
erecting department, the inclusion of several men on one job ticket cannot very easily 
be avoided). 

The payment of premiums does not take effect until 5 per cent, premium has 
been earned, and thereafter only in multiples of 5 per cent.* The original time fixed 
upon as a time allowance has never been reduced, unless there has been a radical 
change in the method of doing a piece of work. 

Although very much remains which might profitably be said on 
the Rowan system, this article has exceeded desirable limits. We 
have, however, shown, we trust, the valuable points of the plan. 

* This was subsequently abandoned. 
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No. IV. 



As to the advisability or otherwise of taking the workmen into 
their confidence when about to start the premium system, there are 
diverse opinions amongst employers, some favouring such a course, 
others opposing it, and others, again, giving the matter no special 
attention. Those who are against entering into explanations argue 
that nothing can be so convincing to the workman as the extra 
money he finds in his envelope on pay-day. They, therefore, do 
not recognise any necessity for explaining to the men the pros and 
cons of the system. The men are instructed how to fill in their 
time cards. The rest of the work is done by the clerical staff. On 
pay-day the workman finds a few extra shillings waiting for him. 
He is not given the means of calculating how much premium he has 
a right to expect, nor of checking the amount received. If he is 
not satisfied with the premium he need not take it, there is no 
compulsion. He has his ordinary hourly rate wage without it. 
This is the position taken up by some employers. For ourselves, 
we do not think it is a wise plan, as, by leaving an air of mystery 
or secrecy about the system, mistrust and suspicion are likely to be 
engendered. But, wise or unwise, it very soon defeats itself. A 
few leading hands of more inquiring minds than their fellows, 
possibly full of suspicion in the first place, make it their business 
to understand the working of the system. The masters cannot — 
indeed, they do not usually desire to — withhold the information 
asked. Once known by a few men, the explanation of the system 
is soon current throughout the shops. One big firm on the Clyde, 
which has recently (1901) started the Rowan system, began with- 
out any explanation, but when the managers found that the men 
desired to be able to calculate their wages, they very wisely 
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circulated the following slip amongst the men, with excellent 
results : — 

PREMIUM SYSTEM. 

As there appears to be some misunderstanding as to how the premiums aie cal- 
culated, the following explanation is given : — 

If you save ^ of the time allowed, you are paid time and tenth for the hours 
worked. 

If you save i of the time allowed, you are paid time and quarter for the hours 
worked. 

If you save ^ of the time allowed, you are paid time and a half for the hours 
worked. 

And so on for any proportion of time saved. The following is an easy method of 
calculating your premium : — Multiply the time taken by the time saved, and divide 
by the time allowed. The answer is your premium in hours. 

The adoption of some simple plan like this is, to our minds, far 
better than forcing the system on the men and leaving the under- 
standing of it to spread by gossip. We would say, remove any 
appearance of secrecy about the method of calculating the wages. 
Discontent is very likely to arise if the workmen labour under the 
belief that their premiums are settled arbitrarily by the masters ; 
there will be talk of unfairness, of favouritism, and an ultimate 
desire to go back to the old condition of affairs. It must be 
borne in mind that the natural tendency of the workman is to regard 
all innovation with suspicion and mistrust. If there was ever any 
reason to doubt that that is the natural bent of his mind, we have 
it from those who are in the best position to know that it is so 
actually. We fear that the workman has been given in the past 
many reasons for doubting the straightforwardness of the employers' 
intentions, and he cannot therefore be blamed for desiring to know 
exactly the details of any new systems of paying wages which he may 
be forced or invited to accept. It seems then not only right and 
reasonable, but expedient, that the premium plan should be fully 
explained to the men before it is introduced. 
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One finn, employing the Rowan system, looked upon the matter 
so much in this light that it went to the extent of issuing a booklet 
to its workpeople, explaining fully the objects and advantages of 
the premium plan over other systems of payment. We are verj' 
kindly permitted to reproduce this booklet in full. A few words or 
introduction are required. The firm in question is Messrs Barr & 
Stroud, of Glasgow. The work done is to a certain extent excep- 
tional. Messrs Barr & Stroud are makers of the range-finders 
employed in our own and many other navies, of instruments for 
forwarding instructions from the bridge or conning tower to the 
barbettes or batteries, of electrically-controlled clocks, and so on. 
The work is therefore of a comparatively small order, rather in the 
nature of instrument making. Furthermore, it demands the employ- 
ment of exceptionally intelligent and skilful workmen ; and finally, 
the number of men employed is small — all told not more than about 
100.* There can be little doubt that these facts facilitated the 
introduction of the system, but, on the other hand, the great 
number of small pieces to be dealt with and of short jobs is a 
good test of the system. If it were too complicated or too cumbrous, 
or if it demanded too much attention from the men, foremen, or 
clerks, it would certainly fail under such conditions. That it has 
been found advantageous to employ it with jobs of quite short dura- 
tion, say one or two hours, is a fact strongly in its favour. 

NOTES ON THE PREMIUM SYSTEM OF WAGE EARNING. 

Before giving details of the premium system, we wish to pcnnt out some of the 
disadvantages of other systems. 

It is held by many that the interests of employers and employes are necessarily 
antagonistic, because, these people say, the employer wants to pay as little as 
possible for a day's work. This idea, however, is entirely wrong ; what the employer 

• These words were written in 1902 ; there was a great increase in the number of 
men even before the war. 
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wants is cheap production, and he is qtiite willing to pay very high wages if by so 
doing he can cheapen production ; or, in other words, what the employe wants is 
a high wage per day, and the employer will willingly pay this if he can get a small 
cost per job. 

(1) Time-work System. — This system of paying wages is unsatisfactory for the 
following reasons : — (a) There is no direct inducement to the employe to work 
harder than will just satisfy his employer, [b) There is no direct inducement to the 
employe to find better ways of doing the work in hand, as he naturally enough 
argues that the benefit arising therefrom will go, as a rule, to the employer, 
(c) Owing to the necessity of paying the least efficient workman <t certain minimum 
wage, an employer caimot afford to pay a first-class man a wage equal to his merit. 
{d) The employer constantly thinks that his employes do not work as hard or as 
attentively as they should. Very often he misjudges them from a momentary 
glance, since it is evident he cannot be watching them all day, and this feeling 
together with the suspicions which it arouses, strains the relations between 
the two. 

(2) Piecework System. — One way out of the difficulties of the "time-work" 
system is the adoption of the " piece-work system," and in certain classes of work 
it answers well ; but it too has at least one very serious objection, viz., that known 
as "cutting of rates." That is to say, when a workman becomes very efficient at 
piecework, his pay becomes very high, while it may be necessary for the employer, 
from competition, or other cause, to reduce the selling price of his product. If he 
has still to pay the same price per piece to his employe, it is evident that he cannot 
reduce his selling price beyond a certain point ; he therefore reduces the piecework 
rate, and immediately trouble ensues. In consequence of this cutting — which with 
unscrupulous employers is often resorted to without any just cause — the piece 
workman soon gets to know the point to which he may go without having his rate 
cut, and no longer works his hardest, but hmits his output to keep below that point. 
This system has led to many bitter disputes. 

(3) Profit-sharing System. — The system of profit-sharing by dividing amongst 
employ& at given times a certain proportion of the profits, is perhaps the worst 
system of any, though it has worked satisfactorily in some individual cases. 

The following reasons against it may be stated : — (a) Profits are not directly 
made by employes nor are employes directly responsible for losses ; bad management 
of the commercial department, and excessive expenditure in "oncost" charges 
may account for losses or diminished profits, and over these the employ^ has no 
control, and it is unfair that he should suffer from them. On the other hand, profits 
may be made by outside means, distinct from pure manufacturing, and it is not right 
that the employ^ should participate in these, since he has done nothing to earn 
them. (S) It is obviously impossible to allow everybody access to the business 



THE PREMIUM SYSTEM 31 

books, and hence the employ^ has to be content with a statement of divisible profits 
which he is unable to verify, (c) No special inducement is given to a good workman, 
as he shares just the same as an indifferent or lazy one the profits which he has more 
largely helped to make, {d) No profits are available for distribution till the end 
of some long period, usually a year. 

Premium System. — In the hope of overcoming the difficulties of the systems 
mentioned, the premium system has been devised, and we believe it offers a satis- 
factory solution of most of them. It is in use in many shpps in this country and in 
America, and works most satisfactorily. The results obtained in many shops have 
been printed in the American Machinist and elsewhere, and all testify to the 
benefits to be derived from the system. 

The system may briefly be described thus : — Each man is paid a regular time rate 
of wages, but when a job is given out a certain time is allowed for each operation to 
be completed ; if the operation is completed in less time, the employe becomes 
entitled to a premium varying in amount with the time saved. It will be evident 
from the above that while the employe may'increase his wages he cannot lose money 
by the introduction of the system. 

The system possessses two main advantages : — (a) That it enables a workman to 
increase his wages by his own individual effort, and the increase is immediately 
added to his wages, (i) The increased wages to the workman mean also a 
reduced cost of production to the employer, and hence there is no inducement to 
"cut rates." 

The system as we propose to introduce it. — The details of the system as we 
propose to introduce it are as follows : —The amount of premium will bear the same 
relation to the ordinary wages due for the time taken to complete an operation as 
the time saved bears to the time allowed— for instance, suppose four hours be allowed 
in which to complete an operation, and it is completed in two hours, the time saved 
is two hours ; the premium would thus be two-fourths (one-half) of the wages due, 
i.e., if the rate of pay be 6d. per hour, the employ^ would receive is. 6d. instead of 
IS. for the two hours worked (=a rate of gd. per hour) ; or if the same operation was 
finished in one hour, the time saved would be three hours, or three-fourths of the 
time allowed, and the piemium would be three-fourths bf the wages due, =:io^d. for 
one hour's work (=a rate of lojd. per hour). Small fractions, where these occur, 
would be thrown in to the advantage of the workman. 

The following conditions would be observed : — (i) The time allowed for any job 
will be fixed by the manager and heads of departments, and will be, as near as can 
be estimated, the time which an average workman would take to complete the work. 
Should it be found to be under- estimated, it will be reconsidered before a similar job 
is again put in hand ; but except in special circumstances, such as the introduction 
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of new methods of working, or an obvious error in calculation, the time allowed will 
not be reduced. There will thus be every inducement to the employes to do the 
work in the least possible time. (2) The time allowed will include all time necessary 
to procure tools, set up machines, and obtain material for doing the job ; but, of 
course, in the case of any extraordinary cause of delay, the time so lost will be added 
to the time allowed. (3) All work will be checked and passed by the foreman or 
shop inspector before being accepted, and the premium will only be paid after the 
work has been found satisfactory. In the case of dispute, the matter would be 
referred to the manager, whose decision will be final as to quality of workmanship. 
(4) In the case of overtime, the premium will be calculated on the wages due for 
the actual time worked, without taking the extra half-wages into account. 

General Remarks. — The largest premiums will, we expect, be earned by those 
workmen who arrange their work systematically, and who keep their tools in good 
order, and work their machines in a scientific manner, rather than by those who 
"hash." It must not be forgotten that in our class of work, quality is the first 
essential, and quantity the second. It is possible, however, to produce both. 

Lastly, we wish to mention that our reasons for introducing the system are as 
follows : — 

First, to reduce the cost of production of our output. By so doing we expect to 
be able to procure more work, thereby employing more hands, and also to enable 
us to meet that competition which is every day becoming keener. Secondly, to 
increase earnings. In every shop, so far as we have heard, into which the system 
has been introduced, it has resulted in a considerable increase in the earnings of 
the employes. As explained above, it cannot in any case reduce the earnings. 
A general rise has taken place, due to the premiums, and it is our earnest wish 
that all our employes should receive the highest wages possible. Thirdly, to 
stimulate the employes (o take a greater interest in their work. With an immediate 
prospect of deserved reward, we are certain that better methods of doing many jobs 
will be devised. Fourthly, to sustain and improve the efficiency of our plant. 
The system will, we believe, lead to the employfe suggesting improvements and 
pointing out defects in machinery and tools which can and should be immediately 
remedied. 

We trust that the scheme will meet with the hearty co-operation of all. 
Difficulties are sure to occur at first, but with a little forbearance and patience these 
will be overcome, we think, to the advantage of all. The system will be started 
gradually, and only on certain classes of work, but in time we hope to extend it to 
nearly every manufacturing operation. We need not add that we shall be very 
pleased to explain in greater detail any 'points that may not be clearly set forth 
above. 
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We do not propose to discuss this pamphlet. It would lead us 
into far issues. We think, however, that it will be generally admitted 
to be a very fair, unbiassed, and clear statement of the case. It has, 
we are informed, met with a very cordial reception, and Messrs 
Barr & Stroud have had requests for copies of it from all parts of the 
world. This is in itself a good omen. The more such clear state- 
ments of the wages problem are circulated the nearer does the better 
understanding between labour and capital come. 

We notice one omission in the pamphlet, viz., an assurance that 
the wages paid, apart from premiums, will not be below the standard 
union wages of the district. We cannot think that, with this addition, 
trade unions could raise any objections to a premium system started 
on the lines laid down in Messrs Barr & Stroud's pamphlet, in 
which the rules to be observed are clearly stated and signed by the 
employer. 

We print in Fig. i, p. 34, a facsimile of the premium card used 
by Messrs Barr & Stroud. One of these cards is made out for each 
operation upon each piece or set of similar pieces in a job, and the 
total of such cards, together with the material card reproduced in 
Fig. 2 — front — and Fig. 3 — back — enables the exact cost of any 
given piece or operation to be ascertained in a few minutes. These 
cards are filed in drawers, and indexed under tab cards bearing their 
symbols. Both cards measure s ins. by 4 ins. 

The following description of some of the terms used will serve to 
explain the cards : — 

Symbol. — A symbol is used as the distinguishing number of 
every individual part of a machine. It is marked on all drawings, 
prints, patterns, jigs, referring to that piece. 

" Job No." is the number assigned to the order from the manage- 
ment to the works to construct a certain machine or set of machines. 

Operation. — More than one operation may be specified on one 
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Fig. I.— Barr & Stroud's Material Card. 
PREMIUM CARD. DATE : 



SYMBOL. 


man's no. 


TIME ALLOWED. 


SATE. 


FB 107 


27 


Twelve hours 

for 

200 pieces. 


6d. 


JOB NO. 


COMMENCED. 
DATE AND HOUR. 


TIME TAKEN. 


TOTAL WAGES. 


R 36 


30/12/01 

11.30 a.m. 


Eight hours. 


4s. 


OPERATION. 


FINISHED. 
DATE AND HOUR. 


TIME SAVED. 


TOTAL PREMIUM. 


Milling. 


31/12/OI 

10.15 a.m. 


Four. 


IS. 4d. 


CHECKED BY. 


NO. OF PIECES 
PASSED. 


DATE. 


PREPIUM PAID. 
DA'lE. 


A. R., inspector. 


200 


I/I/02 


4/1/02 

JP- 



This card is to be handed into the office when the operation specified thereon has 
been checked and passed. 

Remarks and calculations may be made on the back. 
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Fig. 2. — Barr & Stroud's Material Card— Front. 



MATERIAL CARD. 


DA 


TE: 


14/2/02. 


man's no. 


JOB NO. 


BIN NO. 


QUANTITY. 


47 


R 36 


X 761 


4ilb. 




STOUKS REQUIRED. 




FOREMAN. 


Put only one kind of article on 


VALUE. 


S. R. 


each 
Piece of rod bras 


card. 

5, i-'m. diameter. 




3 


10 



This card to be used for obtaining goods from store. 



02 



36 



THE PREMIUM SYSTEM 



Fig. 3.— Barr & Stroud's Material Card — Back. 



D. F. 171 



remarks. 
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card if these are done at one time on one machine by the same man, 
as in screw machine work. 

The " Symbol," " Job No.," and " Operation " spaces and " Date 
of issue " are filled in in the drawing office. 

The "Time allowed," is filled in by the rate-fixing department. 

The " Man's No.," "Time commenced," and "Time finished" 
are filled in by the foreman or timekeeper. 

The "Checked by," "No. of pieces," "Passed," and "Date 
passed " are filled in by the shop inspector. 

The remaining spaces are filled in by the counting-house staff. 

The " Material Card " is self-explanatory. It is blue in colour, 
and is used by the workman for obtaining material from the store. 
The " Symbol " is written on the back of the card at the top left- 
hand corner, so that when filled it will come immediately behind the 
corresponding division on the premium card. It could, however, 
equally well be printed on the front of the card in a similar position. 



No. V. 

Since the preparation of our last article on the premium system, 
it has been pointed out to us, and we think very shrewdly, that we 
may confuse the issue and hinder our object by giving too much 
attention to cards and tickets. It will be readily understood that 
the particular plan employed for checking the time, for entering it 
in ledgers, for computing the wages, and so on, is a detail which 
does not affect the basis of the system, and which each manager can 
— and in our experience generally does — devise for himself. Cer- 
tainly in not any two of the numerous plans we have studied is the 
same system of recording adopted. Each manager ■ has his own 
ideas about the best form of ticket to use, there being even a differ- 
ence of opinion about the most suitable material to employ. Such 
tickets as those kept by Messrs Barr & Stroud and by Messrs 
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Mavor & Coulson, who follow somewhat on the same lines, are 
not connected solely with the award of premiums ; they are designed 
with a view to the establishment of records of the cost of work, and 
are filed accordingly. To the average manager beginning to put 
the premium system in force, the simplest possible card will appeal — 
such, for example, as the simple tickets used by Mr Halsey and 
Messrs Rowan, and already illustrated. It is desirable that this point, 
the simplicity of the system, should be emphasised. There is a fairly 
general idea that the premium system is complicated. That is by no 
means the case ; the premium system, pure and simple, is readily 
explained in a few words, and equally easily understood. It is the 
accessories to the premium plan which make it appear complex to 
the uninitiated. They are devised with other objects than the mere 
encouragement of the workmen — the prime objects of the premium — 
and admirable as they are, they may, with advantage, be omitted 
altogether in the first place and adopted by degrees. Let the plan 
adopted be such that the workmen can understand it as easily as 
their present system, and that the clerical part of the work may be 
done by a boy or a junior clerk. It may then be commenced with 
one man, or half-a-dozen men, and gradually extended as the men 
acquire a knowledge of and a liking for it. 

This brings us to the question of the amount of extra clerks' 
work required. To no question have we found it so difficult to 
obtain satisfactory answers, but on one point there is absolutely 
no doubt; it is that, if any special staff is required at all, it is 
very small. One clerk, for example, does all the premium work, and 
a lot else besides, at Mavor & Coulson's. He calculates the pre- 
miums ver}' rapidly by means of a watch slide-rule, using the short 
formula quoted in our last article. At Barr & Stroud's a boy does 
the work ; at Rowan's extra clerks are employed, but they do many 
other things besides premium plan ; at John Lang's — Halsey system — 
the foremen keep the books; at Weir's — also Halsey system — an 
extra clerk, doing other things also, is employed, and so on in them 
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all. The fact is that, although the matter has to be put into one 
man's hands, he can find time to work out costs, etc., from the cards, 
so that the value of his work more than covers the additional outlay 
on his services. We fear this is a little vague, but this is one of 
those involved cases where it is impossible to give any definite 
answer. One thing alone is certain — it is that the extra clerical work 
is not worth consideration, and that it very soon more than pays for 
itself. If, as we have suggested above, a very riidimentary plan is 
adopted in the first place and gradually extended, the premium plan 
may be started with practically no special expenditure on office work. 
But as time goes on the keen manager will find that he is establishing 
records which would be worth filing in a manner adapted for easy 
reference, and he then adds a little bit here and there. He begins to 
file his wages card, to keep a special ledger showing the exact time 
and cost for individual operations, and so on, all of which he will in 
time find invaluable. But, even with these extensions, there will be 
in an average works — say, 300 to 400 men working under premium — 
none too much work for a single intelligent clerk. 

We have advocated strict simplicity in what has preceded, 
because we wish to impress the fact that the premium system may 
be started in quite a modest way, and with very little trouble, by 
the smallest of works. This is the employer's or the manager's 
point of view. From the men's point of view simplicity is also good. 
Nearly all new systems are open to a grave danger — it is that of 
over-elaboration. There is always a tendency, when a thing is found 
good up to a certain point, to go on carrying it further and further 
until it is ultimately strangled by its own ramifications. Little harm 
is to be anticipated from too much elaboration on the managing 
side. It will ultimately defeat itself ; but on the workman's side it is 
likely to result in the system being either held up to ridicule or 
rebelled against. In either case the virtues of the system are 
jeopardised. A case in point is to our hands. It is that of the 
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Bethlehem Steel Company's works of America. The system has 
been recently (1901) described by Mr Gantt, the manager, in a paper 
presented to the American Society of Mechanical Engineers. We do 
not propose discussing it in any detail. We are informed that it is 
working satisfactorily in America. For us in England and Scotland 
it is better to consider how our own people would be likely to look 
upon a similar scheme. This we have an excellent opportunity of 
doing. We took occasion to request Mr George N. Barnes to read 
Mr Gantt' s paper, and he has very kindly written us the following 
letter on the subject. It must be borne in mind that Mr Barnes holds 
broad-minded, enlightened views about labour. He is, we venture to 
assert, the antithesis of an agitator. He defends his own side as 
stoutly, but no less honourably and intelligently, as the champions of 
the employers defend theirs. We make these observations so that 
his remarks may be estimated at their true value. There is no 
question that he expresses his views strongly. Let us remember 
that he is practically speaking publicly on behalf of the men in 
what he says, and bearing in mind that from other letters we have 
had from him he leaves us in little doubt that he is inclined favourably 
towards the premium plan, we shall be able to determine very 
accurately his views on the workmen's opinion with regard to an 
over-elaborated system, as represented by the Bethlehem plan : — 

Dear Sir, — Yours to hand with paper on premium plan, which is 
herewith returned as requested. I am sorry to say that I cannot 
say much in its favour. Mr Halsey's plan of premium had much to 
recommend it, inasmuch as it left the methods of production pretty 
much as they had been, and was liberal in regard to the time basis. 
This is an application of the premium principle for the purpose, it 
seems to me, of turning methods upside down to the ultimate 
detriment of the men. The one thing in Mr Halsey's scheme, 
which is retained in this, is the adoption of the time-rate as a basis. 
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But there have been, and are now in operation, applications of the 
premium principle in which even that safeguard is abandoned. It 
seems to me, therefore, that the fears of the men when premium 
was iirst started are being to some extent justified by results. It is 
being made to do the same as piecework. Mr Siemens, of Charlton, 
told us some time ago that his men shared losses as well as gains 
under the premiun plan, although it is but fair to add there is little 
there to complain of. The object in view, both in piece and 
premium, is the same, namely, to increase output, and this is a 
prefectly legitimate object. But the men should have some security 
of permanently sharing in the gain, and, so far as I can see, there 
is no such assurance provided by this latest scheme. I notice the 
extraordinary increase in output recorded, but there is no record of 
the wages paid before and after. How is that .? The Bethlehem 
concern must have been very loosely managed before the introduc- 
tion of new methods, of which I note that the payment of bonus 
was only one. Probably there is a good deal of rough repetition 
work, and hence it was possible to organise to advantage. But, as 
far as an ordinary engineering works is concerned, here let me say 
that I don't believe that anything lik^ the increase of output suggested 
is possible. 

Increase, however, would naturally follow, and has generally 
followed, the introduction of either piece or premium. Now, what 
is to prevent a speeding up being effected for a while, and then 
reversion made to day work, whereby men would be left to work at 
task-work speed for day-work rates. This is no fanciful objection. 
Piecework has been wrought so repeatedly in this country. The 
Elswick Company are now working their men, I believe — or trying 
to — up to the standard of ascertained capacity for day rates of 
wages.* I myself have been treated in that manner in a machine shop. 

* We believe Mr Barnes is here mistaken. The system in use at Elswick is 
practically the Rowan premium plan. 
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Another objection is that attempts are made sometimes to adjust 
the time rates to the earnings of the men. As it happens, a case 
of this sort has come under my observation within this last week. A 
large firm in Lancashire has tried to reduce the rates of two men 
to below the district rate. You will now understand our difficulty. 
The systems of piece and premium are used to gauge full physical 
and mental capacity, and then to get the additional output for little 
over the normal day wage ; and, in addition, they are used to under- 
mine the principle of a standard minimum wage by reducing day rates 
of the least efficient to a point below ordinary comforts of life. This 
we cannot endorse, as our minimum rates are always well below the 
actual rates paid to the best men, and leave ample margin for 
additional payment for additional skill or strength or effort. 

Now to get over these objections there must be some security 
offered. The minimum rate should be guaranteed — that is, the rate 
of the district — and it should also be provided that prices will not 
be altered unduly, and not at all unless mutually agreed to. 

I notice that the writer assumes throughout that the objection 
of the men arises through mere prejudice. This indicates, to my 
mind, that he himself is prejudiced against the men. As a matter 
of fact, the men's objection to piecework is based upon experience, 
and the author of this new plan appears to be anxious to convince 
his readers that it is not piecework, and at the same time he, 
unconsciously perhaps, discloses the worst evils of piecework to be 
part and parcel of it. Thus on page z, in the very opening of his 
paper, he assumes the accomplishment of "all the work laid out" 
as a condition of bonus. Laid out by whom ? Our friend has 
never thought for a moment that the man should have a say in 
fixing time for a job which, .under the premium plan, is only another 
way of fixing a price. Then, a little later on, he brings in the 
foreman to a share of the bonus, which seems to me to be radically 
wrong, and likely to lead to sweating, as it has already done in other 
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industries, notably the textile. This is really a re-introduction of 
the old " piece-master " system which was common in the engineer- 
ing industry fifty years ago. Then there is a new, and to my mind 
a very sinister, element introduced in the person of the " router," 
whose duties, I understand, are to determine the manner and order 
in which different operations are to be performed. The effect of 
this " routing " would be, of course, to divest the man of any right 
of discretion as to how he should do a job, and reduce him to a 
mere automaton. I put the kindest interpretation on this part of 
the paper. There will doubtless be those who will think that the 
author had " rout," and not "route," in his mind when introducing 
this new form of " feed and speed man." 

The fact is, I don't like this Bethlehem scheme, and I like less 
the " superior person " manner of the author in putting it. For, 
after all, the spirit in which these matters are approached is of 
primary importance. Formal guarantees are sometimes evaded and 
thereby "the best laid schemes . . . gang aft agley." Whereas, 
on the other hand, by human sympathies being brought into play, 
good results sometimes accrue without any guarantees of a formal 
nature. But I look in vain for any human element about this 
Bethlehem paper. Instead of that I find the " router," the " auto- 
matic punishment," and, generally speaking, I find nothing but a 
desire to screw up the men to the highest point of productivity 
without any safeguards as to health, to permanent efficiency, to 
fellow-feeling, or any other consideration. Men are "laid out" and 
" routed" and regimented and taught to regard a bonus as the end 
and aim of life, much as a donkey is spurred to increased effort by 
the dangling of a carrot in front of his nose, and the ".routing" of 
his haunches by a big stick. 

I am sorry to write thus, because I had looked with some hope 
to the premium plan as a means of getting over some of the diffi- 
culties that confront the trade. The fact that this precious scheme 
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has " succeeded " in America counts for but little as far as I am 
concerned. There is a good deal which has " succeeded " there as 
yet, but which can't " succeed " for long unless it be at the expense 
of the life of the people. And, as one of the people, I think that 
industrial supremacy can be bought too dear. I should draw the 
line before accepting the " router." 

These hurried observations will, I am afraid, be little use to you 
for publication, but you can do what you like with them. — Yours 
sincerely, Geo. N. Barnes. 

It will be observed that a large part of this interesting letter — 
written, it will be remembered, in 1902 — is of general application, 
and cannot be regarded as directed more against Mr Gantt's system 
than against others ; but we think the shrewd reader will have no 
difficulty in finding the clue to the earlier paragraphs near the end of 
the letter. We would direct attention particularly to the passage 
beginning, " The fact is, I don't like this Bethlehem scheme." From 
this it is evident that the lack of what we may call tact in applying 
the scheme and the want of the human element have aroused 
Mr Barnes' indignation. It is for this reason that we have printed 
the letter in this place. The Bethlehem scheme stands condemned 
on account of its mechanical character. The devotion to a system 
has taken the designer too far ; he attempts to make machines of his 
men, and to deprive them of judgment in the conduct of the work 
they are given to do ; there is a want of human sympathies and fellow 
feelings. This, as we understand him, is the basis of Mr Barnes' 
objections. We confess to being in a very large measure in agreement 
with our correspondent. We would rather see the premium plan 
voluntarily adopted by the men than thrust upon them, and we 
strongly advocate the maintenance of cordial relationship between the 
men and their employers. Let us particularly commend the following 
remarks : — " The spirit in which these matters are approached is of 
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primary importance. Formal guarantees are sometimes evaded, and 
thereby ' the best laid schemes . . . gang aft agley.' Whereas, 
on the other hand, by human sympathies being brought into play, 
good results sometimes accrue without any guarantees of a formal 
nature." There can be but few of our readers who have had practical 
experience of the management of men who could not endorse every 
word in these few sentences. 

We leave the discussion of other matters which Mr Barnes brings 
up to another time in the right place. 

No. VI. 

In the present article we purpose to discuss a few other points 
which present themselves as soon as it comes to the practical 
application of the premium system. We have in our last article 
dealt with the question of a clerical department, and shown that in 
actual practice it is quite a small affair, by no means so alarming as 
it appears when the plan is considered only on paper. There are 
two other "departments" of greater or less importance — the rate- 
fixing department and the inspection department. Let us consider 
the latter first. We shall not be far wrong if we say that any works 
which is sufficiently advanced in its ideas to have the adoption of a 
new system of paying wages under consideration will have already 
organised an inspection staff. If there are any that have not, then 
not the least benefit they will derive from the premium system will 
be due to the inspection, which is of paramount importance. It is 
very obvious that, if men are encouraged to work at a high speed, a 
rigid check must be kept on the accuracy and finish of the work. 
The desire to do a large amount within a certain limit of time 
naturally conduces to " skimping." That is the tritest observation 
to piecework managers ; it may, however, be overlooked, or at 
any rate neglected, by those who do no piecework, and they are 
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the people the most likely to adopt premium payment. Let us 
say, then, as strongly as we can, that some system of inspection is 
an absolute necessity. This does not necessarily involve a separate 
department. In many works inspection is done, and done efficiently, 
by the foremen. But there can be little question that the extra outlay 
on a thoroughly trustworthy and smart man is more than recovered by 
the time saved in the process of manufacture. There is an idea that 
modern accurate methods of machining obviate the necessity of 
careful inspection. There could be no greater mistake. It is impos- 
sible to devise any method of machining into which the human 
element cannot introduce error, and, therefore, proper inspection 
must be rigorously insisted upon. We do not say this with regard 
to premium payment alone. Whatever system of payment is in use, 
careful inspection after every stage of progress will be found an 
incalculable boon. We take it for granted, therefore, that no one 
will adduce the necessity of inspection as evidence against the 
premium system. 

The question then arises, What is to be done if work does not 
pass the inspection ? Some managers say — pay no premium. This 
seems, in many cases, unnecessarily severe. Take the case of a job 
of 100 similar parts, of which one is defective. It is undoubtedly 
hard to deprive the workman of his premium on the lot. That 
course is adopted by some. It appears to us to be fairer to offer the 
workman the chance of putting the spoilt piece right, or making a 
new one to replace it within the given time. Take, for example, the 
case of a workman given loo hours to do loo parts and finishing 
them in 90 hours, but that two fail to pass inspection. He has 10 
hours to his credit. Let him set up his machine afresh and make 
two new parts ; suppose this takes three hours, he is left with seven 
hours on which to receive premium. This seems to us a wise plan. 
If a man knew that he would lose all his premium if one part was 
spoilt, and he happened to make a mistake on his very first article, he 
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would naturally make no effort with the remainder. On the other 
hand, spurred by the knowledge that he had to make one more to 
replace the spoilt part within the given time, he would use every 
exertion to accomplish the work as rapidly as possible. 

The other dreaded accompaniment of the premium system is the 
rate-fixing department. We do not wish to under-estimate the 
value of a proper rate-fixing staff, but if the Rowan system of pay- 
ment is adopted it is no longer a necessity. Under the Halsey 
system an error in the fixing of the time may result in a very 
serious rise " in the rates. Under the Rowan system, on the other 
hand, an infinitely great error can never quite double the workman's 
rate. We have already explained this very fully, but as it is of the 
whole essence of the matter, we make no apology for representing it 
again in another form. In the accompanying diagram the Rowan 
and Halsey systems are contrasted. The two straight lines are 
Halsey system. One shows the rise in rate if the workman receives 
50 per cent, of the saving, the other if he receives 30 per cent. 
It will be observed that at first Rowan's curved line rises above 
Halsey's, but that at a third of the whole range in one case, and 
at half in the other, it falls rapidly below it. What does this 
imply } In the first place, it shows that if the time can be accurately 
settled there is an advantage up to a certain point in the Halsey 
system. That is to say, the workman's rate rises more slowly. Pass 
this point, however, and the advantage on Rowan's side very 
rapidly increases, his cost curve falling to nothing when the other 
is at so or 30. Now, we venture to say that the master loses nothing 
by the Rowan system if he allows a good deal too much time — indeed, 
he gains; whilst a great excess of time by the Halsey system is 
disastrous. It has led in more than one case to cutting, the very 
thing which is to be most deprecated. On the other hand, he who 
uses the Rowan system is able to see his time reduced by very 
remarkable amounts; he is even able to provide a new machine 
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without, altering the time and without the slightest anxiety that the 
rate may get too high. This train of argument would lead us over 
old ground again, and we leave it, trusting the diagram. will make 
it abundantly clear that if the Rowan system is employed an out- 
rageously bad rate-fixing department can do no material harm, and 
may — we say it cautiously — be an angel in disguise. 

In conclusion of the present article, we turn to another point 
which is overlooked at first and ultimately leads to trouble. After 
a time, under the premium plan, workmen become so expert that 
their weekly wages become more than that of the foreman in charge 
of them ; of course, that is a wrong state of affairs. There are 
several obvious ways of getting over it, but the best way we have 
come across is that adopted by Mavor & Coulson. They put their 
foremen and chargemen also on premium. Suppose a chargeman 
has ten men to look after, the average time saved by these ten men 
is taken out, and the chargeman's premium is calculated upon that. 
The same plan applies to foremen. This strikes us as being an 
altogether excellent arrangement ; it encourages the foremen not 
only to keep their men well at work and their machines in order, 
but to devise new ways and methods of doing the work so as to save 
time. It is needless to point out that here again the Rowan plan 
has the advantage. If the foremen were aware that improvement in 
systems meant ultimately a reduction in the time allowed to their men, 
and consequently to themselves, they would have little desire to go 
beyond a certain point. 
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No. VII. 



In our last article we included an instructive diagram showing 
the difference between the Halsey and the Rowan system, and 
illustrating "^fephically the advantage of the latter for the greater 
number of cases. 

By the kindness of Professor Barr we are able to-day to put 
before our readers an interesting series of diagrams which exhibit 
very forcibly the diflFerence between time, piece, and the Rowan, 
Weir, and Halsey system of payment. A few word^ of explanation 
will probably be welcome. 

In the first place, the word "oncost" is unfamiliar to southern 
ears. It means all the expenses in connection with a job other than 
actual manufacturing wages or materials, or, in other words, " general 
establishment charges." For the sake of uniformity and simplicity 
it is taken in preparing the diagrams as being equal to the net 
manufacturing wages. 

Referring now to the diagrams themselves, the line marked 
"Rate" stands for the wage per hour which the man receives. 
Under the time system this is, of course, a constant, that is to say, 
whether a man does little or much, he still gets the same wage per 
hour. Under the piecework system the rate rises very rapidly, for 
the more pieces the workman produces per hour the higher is his 
wage. This curve shows where the temptation to cut the rates comes 
in. In the Rowan premium system the rate rises, of course, but 
it rises more slowly, and quite regularly. It will be observed that 
by piecework if two pieces are done in the time allowed for one 
— see top horizontal line— the rate per hour has doubled ; whereas 
by the Rowan system the rate is not doubled until all the time has 
been saved — an obviously impossible condition. 

Take now the next line "Wage Cost per Piece." On the time- 
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Time System. 
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Premium System (Rowan ) 
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Premium System. 
Premium 50^ or time or wages saved 
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work system this falls, of course, as productiveness rises. If two 
pieces are done in the time allowed for one, evidently the cost is 
halved. Under the piecework system, from the nature of the con- 
tract, the wage cost per piece is constant. Under the Rowan system 
it falls rapidly, as the number of pieces done per unit of time 
increases, but it is always higher than under the time system, the 
amount by which it is higher representing the inducement in money, 
which the employer offers to the workman for his extra skill, intelli- 
gence, or exertion — it is, in fact, the premium. 

The last line shows the total cost per piece. The cost, exclusive 
of labour — that is, the oncost — is calculated as equal to the labour 
cost for timework, and as equal to the labour cost minus the premium, 
for the premium system. The line, therefore, is twice as high as 
the wage cost line at any point in the time system. Any other rate 
of oncost calculated upon time can readily be substituted for the 
100 per cent, taken for the diagrams. If oncost is calculated upon 
"time and material," the curves would, of course, vary for each 
article depending upon the relative value of material and wages. 

On the piecework system the oncost per piece decreases as the 
productiveness increases, being taken as equal to the normal wage for 
the time taken. 

Under piecework, although the wage cost per piece is constant, 
the oncost per piece must fall, as a great number "of pieces are 
done within a given time ; if an infinitely large number were done 
in the time allowed for one, the oncost for each piece would, of 
course, be infinitely small. This explains why the line falls instead 
of being parallel to the wage cost line. The point to be observed is 
that the total cost per piece, no matter how many pieces may be 
made, can never be less than the fixed price allowed to the work- 
man per piece ; or, put in another way, the only gain to the master 
due to a large number of pieces being made in a given time is the 
reduction in "oncost." Turning now to the premium system, it 
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will be noticed, in the first place, as contrasted with the system of 
piecework payment, that the total cost tends towards zero as the 
productiveness is increased; and, secondly, that although the line 
showing total cost is curved by the amount of preniium paid 
it does not depart very greatly from the straight line of the time 
system, whilst the workman is given a strong inducement to reduce 
the cost, and a direct benefit from his exertions. It would be 
impossible to offer a more conclusive argument in favour of the 
Rowan system as against piecework than this. It shows most 
forcibly where the advantage comes in to the employer, and also 
that, as compared with the piecework system, there is much less 
inducement to cut prices, and therefore less liability to cause the 
workman to limit his output in the fear that prices will be cut if 
he increases his productiveness. 

In connection with his diagrams. Professor Barr writes to us as 
follows : — " Comparing the Weir system with the Rowan system, it 
will be observed that if the time allowed should, from any miscal- 
culation, have been fixed much higher than the time in which the 
work can actually be done, the workman's remuneration rises to a 
very high figure. If, for example, he does three pieces in the time 
allowed for one, he gets double pay on the Weir system ; while on 
the Rowan system he gets one and two-thirds times his normal pay. 
On the other hand, if he does five pieces in the time allowed for 
four, he gets, on the Weir system, one and one-eighth times his 
normal pay ; while on the Rowan system he gets one and one- fifth 
times his pay. The Rowan system, therefore, gives a larger pre- 
mium than the Weir system for small savings in time, and a smaller 
premium for very large savings. But if a man can do, say, four 
pieces in the time allowed for one, that must be put down to a 
wrong estimate of the reasonable allowance of time, and not to the 
workman working four times as hard, or as effectively, as he would 
be expected to do if on timework. The Rowan system would 
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appear, therefore, to be much more rational since, while giving the 
workman greater inducement to increase his productiveness on a 
reasonable estimate of the time in which he may be expected to do 
the work, it provides against an unreasonable remuneration being 
given on account of an erroneous estimate having been made by 
the rate-fixing department of the time a piece of work should take. 
It is, I think, reasonable to assume that a workman will not be 
entitled, on account of extra exertion, to receive more than double 
the wage he is prepared to accept, and has agreed to accept, on time- 
work. The inducement to cut rates is, therefore, almost eliminated 
under Rowan's system, even if a very liberal time estimate has been 
made." 

" Similar remarks apply to the Halsey system, which differs from 
Weir's only in the proportion of premium, giving even less induce- 
ment to the workman." 

We have already in previous articles dwelt on these points, but 
Professor Barr's remarks will add not a little weight to our argument 
as coming from an actual employer of labour who uses the Rowan 
plan. We may remark that the distinction between Halsey and 
Weir is used only for convenience. Mr Halsey advocates paying 
the men only one-third of the saving, whereas Messrs Weir give them 
half— as do several other employers in this country. But the plan 
is exactly the same, and Mr Halsey fixed no definite proportion in 
formulating his scheme. The two are contrasted in our last diagram. 
The dangerously rapid rise of rate by Weir's plan will be noted. 
It has resulted in cutting in more than one works. That trouble has 
not thereby ensued shows that the management has been prudent, 
and that the system has taken a firm hold. But we cannot help 
regarding it as a dangerous course. 
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No. VIII. 

The most serious objection to the premium system that the men 
or their leaders can produce is fundamentally the same as the 
objection to piecework. It is the fear of cutting. Mr Barnes put 
it very forcibly in his letter on the Bethlehem plan, which we 
published in our fifth article. He asked what is to prevent the 
employer, when he has found out by means of the premium the 
ultimate amount that certain men and machines can do in a day, 
from returning to ordinary piece or day work and insisting on the 
same output } We are aware that the men's advisers have to think 
of bad masters as well as good, and foolish as well as wise. We can, 
therefore, entirely sympathise with Mr Barnes' fear as expressed in 
his question. But, although we will not venture to say that such a 
thing will not happen, the likelihood of its occurring is not very 
great, and that it should be done in any but a very limited number 
of works is in a high degree improbable. Such a course would only 
be pursued by an employer very blind to his own interest and 
entirely misunderstanding the economics of the premium system. 
That there are such masters we do not deny, that they can be many 
we are unwilling to believe, and that their number becomes daily 
less and less as new ideas of the ordering of business increase we 
are thoroughly convinced. We do not, therefore, think that the 
unions need be under any serious apprehensions on that score. 

Cutting in a lesser degree is, however, exceedingly probable 
when the ordinary Halsey system, either at 30 per cent, or 5° per 
cent, division, is employed. The two largest users of this method 
in this country have both cut at various times, but, it may satisfy 
those who prefer the Halsey system to know, without trouble. 
Various causes have doubtless contributed to that happy result, yet 
there is some justification for believing that general satisfaction with 
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the system of premiums has aided materially in making the wheels 
run smoothly. There is every reason to believe that the average 
high-class workmen prefer to work in a premium shop, and that in 
these two cases — in both the men are carefully regarded by the manage- 
ment — they did not individually or collectively desire any disturb- 
ance of the condition of affairs. But if we may suppose that the 
premium plan becomes at least as common as piecework is now, and 
that there is no greater attraction in one shop than another, then 
cutting may be expected to lead to such friction as it so frequently 
does now. To us, as we have said almost too frequently in these 
articles, a clear and simple way out of the difficulty is to adopt the 
Rowan plan. We do not intend to go over the old ground again. 
Suffice it here to say, that no powerful argument against this modifica- 
tion of Mr Halsey's original idea has been produced, and no attempt 
has been made to show that it is unable to do what we have main- 
tained for it. It has been argued that it does not offer sufficient 
inducement after a certain point has been reached, but as this point 
is not attained until the time has been reduced at least 50 per cent., 
the contention is hardly to be taken seriously. It is true that in 
certain cases a greater reduction of time than this is possible ; but 
in such instances it may be fairly urged that progress in the early 
stages of the scale is so rapid that there is no unfairness whatever in 
the rate of increase becoming less at the other end. 

Another obstacle which has been brought forward by a spokes- 
man for the men is, that if one man can do the work of two one has 
to go a-begging. We do not propose to attempt to answer that 
argument. It has also been used against piecework and against 
every improvement which has ever been introduced into an industry ; 
time and experience alone can convince the workmen that it is not 
valid. 

When we turn to the masters' reasons against the premium 
system we have the converse of this view. What shall we do when 
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we are slack ? Can we make sure of disposing of the increased pro- 
duct ? Such questions are asked. They also must be left to time 
to find their answer. Doubtless, if a shop working day-pay changes 
to premium pay it will, unless times are good and its commercial 
side has been as active as its manufacturing side, have to face' a slack 
period. That is rather a compliment to the system ; but if such an 
argument had to be taken seriously, the speeding up of tools and 
cranes, the introduction of high-speed steel, the employment of 
good foremen, and the piecework system would all stand condemned. 
Any system of shop management presupposes full employment for 
the works and the necessity for getting the most done in a given 
time. If it becomes a matter of doing as little as possible, then the 
less management the better. It seems, however, wiser to reduce the 
hours worked per day than to permit the rate of output per hour to 
decrease, and if that plan is followed the premium system still retains 
its advantages. 

The main argument brought against the system is that it is no 
better than piecework. It may be willingly conceded that if a 
works has been under careful management for many years, that if 
the ultimate capacity of every tool is known, and that if the time, to 
a small fraction of an hour, can be calculated for every piece made 
or to be made, then the premium system has little to offer. 
But we would ask any advocate of piecework to give the premium a 
fair trial, for all our investigations tell us the same story, that not 
only are the best managers deceived, but the very workmen them- 
selves are unaware of their own capacities until the inducement of 
a substantial reward is held out. It is a common experience of 
every one of us that under the influence of various forms of stimula- 
tion, the excitement of contest, the desire of a prize, the anticipation 
of praise, we can do things which we would in calmer moments 
believe impossible. In the work of collecting materials for these 
articles we have been given many incidents of workmen doing more 
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than either they or the managers expected, and these examples come 
not from ill-conducted but from well-managed works. So frequent 
have they been that we feel safe in making a general observation 
that no manager knows what his men and machines can do till he 
tries the premium system. 

We now bring these articles to an end. When we began to 
write them we were told on more than one side that there was not 
material in the subject to make more than a few columns ; we leave 
it now, feeling that there is still much to be said and thought about. 
The premium system has in it, we believe, the element of the 
solution of the labour problems which most frequently confront the 
engineer ; how far it may be extended into other industries we are 
unable to say. 



APPENDIX 



We promised in the Introduction to this Edition to add a few notes 
concerning arguments adduced by " shop-lawyers " and others against 
premium systems of paying wages, but on reading the new proofs for 
the press we could not but observe that nearly all such arguments had 
already been answered. Nevertheless it may prove of some conveni- 
ence to those who propose to adopt one or other of the systems 
described, or modifications of them, to consider in more detail one or 
two problems with which they are likely to be faced by some of their 
men. 

Let us say at once that the workmen are highly unlikely to bring 
forward any arguments against the principle of the Halsey or Weir 
systems except one which can only be answered on broad economic 
grounds. Under these systems the workman takes, it will be recalled, 
the equivalent in wages of either one-third or one-half the time saved. 
It seems perfectly natural to the employer that the saving should be 
thus divided in some proportion, but not so to workmen with a certain 
bent of mind. They ask why the employer should get any of it ? 
The saving has been effected, they claim, by their increased endeavour, 
and the whole of it belongs by right to them. 

It is almost useless to argue with men who hold such views until 
they have been persuaded to give a little time to the study of the 
economics of trade, and it may be hoped that the particular line of 
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argument will disappear in course of time. The employer's best plan 
will be to content himself with pointing out first, that increase of out- 
put is never due to the workman's efforts alone. The employer has to 
provide better tools, more power to drive them, better lighting, better 
handling appliances, a larger inspection staif and so on. Hence the 
increase in output is largely due to his exertions, and it is only fair 
that he should get some of the saving. In the second place he may 
point out that the object of the Premium System is to cheapen pro- 
duction so that the manufacturer may be in a position to compete 
better in, the world's markets. If he gets goods made more cheaply 
by the premium system than by day work he is able to sell more and 
keep more men at work, and generally maintain the trade of the 
coimtry. If he has to give men all the time saved, he will not be able 
to reduce the price nearly so much, and will find it harder to compete 
with others. He may point out finally that if the men want all the 
saving it will suit him better to go back to straight piece work and 
pare the prices down as low as he can. It is on some such lines as 
these that this particular argument must be answered. 

From the employer's side the merits and demerits of the Halsey 
and Weir systems have been already so fully discussed that it is quite 
unnecessary to review them again. The main thing the employer has 
to fear is such bad time setting that either the workman does not do 
his best for fear of " cutting " or does his best and receives wages at 
an hourly rate that is clearly unreasonable. 

Let us turn now to the Rowan system. The demand for payment 
of all time saved is not nearly so likely to arise, because it is not so 
obvious that the employer takes part of the time saved. That he does 
so is made clear by inspection of the curve on page 49, but if this 
curve be contrasted with the Weir curve it will be seen that a 
greater proportion of the saving is given to the men — in other words, 
a larger premium — up to 5° per cent. For this reason, even in cases 
of equal time setting, men would prefer the Rowan system, but as a 
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matter of fact the Rowan system permits of more generous time allow- 
ances, because an excessive rate is not feared, so that the actual 
relative benefit to the men is even greater than would appear from 
the diagram. 

For these reasons one hears very few if any arguments against the 
Rowan system up to the point where the workman saves half the time 
and divides the saving equally with the employer. Up to that point 
the employer has given the workman the larger proportion of the time 
saved ; beyond it he takes a gradually increasing proportion of it him- 
self. This does not appear equitable to the workman. His argu- 
ment usually takes this form : — " If I am allowed loo hours to do a 
job and complete it in 75 hours, my premium is 1875 hours, but, on 
the other hand, if I work so hard that I complete the work in 25 hours, 
my premium is still only 1875 hours. Surely I ought to get a much 
higher premium for the much greater effort." Looked at in this way 
the arrangement does not seem equitable, but it is only so because a 
very important factor has been omitted — namely, the fact that within 
the given period of 100 hours the workman by doing the work in one 
quarter the time allowed can earn four premiums of 1875 hours each, 
hence, as a matter of fact, he earns a great deal more than the man 
who takes 75 hours to do the same work. He would actually take 
7S hours premium doing four jobs, whilst the other man would take 
about 23^- hours in the same time. 

The argument occasionally takes another form, in which the work- 
man estimates the labour cost per piece, and finds it less when he is 
working very hard than when he is working less hard. The best 
reply is to point out that his wages are still much higher than if he 
had worked less hard, and probably even higher than they would be 
under closely set piece work, where every piece timed is paid for at 
the same price. 

There are other forms of the argument, but it is unnecessary to 
enter into them all because there is one sound reply which settles them 
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all. Let us remind the reader again that all these objections are based 
upon a time saving of more than 50 per cent. ; they all turn upon the 
comparison between the rich first half of the Rowan scale with the 
poor second half. If the time be so set that the 50 per cent, mark is 
never exceeded, then the foundation is cut away from all arguments of 
this sort. As a rule it should be, and is, so set, and whilst time savings 
of 70 per cent, are not unknown, they are comparatively rare. But the 
point is one on which the employer can safely invite the workmen 
themselves to decide if they insist on the line of argument indicated. 
He can put it to them that either he will put more care into his time 
setting so that in no case shall occasion for the argument arise, or 
that he will take less care with time setting, so that now and then 
men may hope to exceed the 50 per cent, point. Probably he would 
find that as a rule the second alternative was preferred. 

As the relative merits of the premium system and straight piece 
work are sure to come in for some discussion, it may be serviceable to 
point out here that whilst piece work may ifaduce the men to work 
harder than day work does, yet it has not the same influence on the 
employer that the premium system has. The signifi::ance of this fact 
must not be overlooked. The effect of the premium system on the 
employer is quite as important as its effect upon the men. Because he 
shares the benefit of increased effort with the men he is as anxious as 
they are that they should make good time, and he does all in his 
power to enable them to do so. But with piece work it is different. 
A price being fixed per piece, it makes, relatively, a smaller difference 
to the employer whether fifty or a hundred pieces are turned out per 
day. Under the premium S3St jm the wage cost per piece falls as the 
number produced increases. Under the piece work system the wage 
cost per piece is constant. That is a characteristic which is worthy of 
careful consideration. The stimulating effect upon the employer of 
the falling wage cost is not the least valuable feature of the premium 
system. The annexed table, for which we have to thank Mr. Rowan 

£ 



66 THE PREMIUM SYSTEM 

Thomson, admirably sums up the whole position .both from the 
employer's and the workman's point of view in shops where the Rowan 
system is employed : — 

Rowan Premium Bonus System. 

The time alhwid, too hifurs, is that which the average wnrkman takes to do 
the job under ordinary time rrte conditions. 
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There is only one other matter on which we need add a word to 
what has already been said, arid that is the paying 6f premiums to 
foremen. Speaking generally, it seems to be wiser not to do so. It 
is well-nigh essential to discuss time allowances with foremen, and 
the temptation to give generous allowances so that big premiums 
might be earned must be ever present. That foremen should be in 
receipt of some kind of bonus can hardly be denied, but it is better to 
base it upon the monthly output of their respective shops than upon 
time allowances. 
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